
CONNOWEALTH OF KENTUCKY 

BEFORE TEE PUBLIC SERVICE COMMISSION 

In the Hatter oft 

QARRARD COUNTY WATER ASSOCIATION, INC. ) CASE NO. 89-187 

O R D E R  

On April 6, 1990, rubrequent to a herring held on January 9, 
1990, the Commirrion larued an Order in thir ahow caure proceeding 

finding that Qarrard County Water Arrooiation, Inc. (Warrard 

County1*) charged and collected impact Leer1 which were not 

prercribed in it. filed tariff and which had not been approved by 

the Commiraion, in violation of KR8 278.160. The Commirrion 

ordered Qarrard County to refund to the developerr involved the 
impact fee# colleoted in carh and, in addition, to refund to Jamea 
Laughlin the amount #pent by him on conrtruction of a 

preaaure-reducing rtation, and to Donald Eenrley an amount equal 
to the difference between the material cort of the 6-inch pipe he 

in8tAlhd verrua the 4-inch pipe which would have been adequate. 

On April 26, 1990, Qarrard County filed a petition for 

rerpect to the Order of the Commirrion that Jamea rehearing with 

Garrard County deacriber "impact feel* am one-tinu 
non-refundable char ea arrerred against devolop.rr to Off8.t 

neceaaary by the new developolnt'r inoreared demand on the 
syrtem. 

the cort of future f mprovenuntr to the ryrtm whioh are made 



Laughlin and Donald Hensley be refunded the cost of their 

improvements, amount8 totalling $3,453 and $91625 respectively. 

By Order irsuad on Nay 16, 1990, the Commirrion granted Garrard 

County'r petition for rehearing and ordered Jamer Laughlin and 
Donald Iienrley to be made parties to the proceeding. 2 

The rehearing in this proceeding was held on June 19, 1990, 

and pOBt-h@arfng memoranda were filed by Garrard County and Donald 

Henrley. Witnerres at the rehearing included Harold C. Ward, 

Prerident and Exeautive Director of Garrard County8 Ronald 

Gastineau, Conrulting Engineer for Carrard County; and Donald 

Hensley. The bulk of the testimony concerned the circumstances 

surrounding the decision to use 6-inch rather than &inch pipe in 

Hensley's extension, and the benefit of Hensley's 6-inch pipe and 

Laughlin's prerrUre-redUCing rtation to Garrard County's system as 

a wholer versus their deVelOpment-SpeCifiC nature. 
JAHES LAUGHLIN EXTENSION 

~ m e s  Laughlin did not appear at the rehearing. Carrard 

County relier on the testimony of its witnesses to contend that, 

although Laughlin was credited for the cost of the preesure- 

reducing station against his calculated impact fee, the 

association would not have approved his project unless either the 

pressure-reducing station was built or class 200 PVC pipe was 

In its Order of Uay 16, 1990, the Commission also clarified 
its Order of April 6# 1990r to direct that the refunds of 
Cash impact fear rhould include interest accrued on the 
principal amounts from the date of payment to the date of 
refund. As of the date of this Order, all cash impact fees 
have been refunded by Garrard County with interest. 

-2- 



installed. Thur, mince the prerrure-reducing rtation was an 

engineering requirement for hir extenrion, Garrard County arguer 

that it should be considered am a development-rpecific 

construction coat and not an impact fee. However, the tertimony 

of Mr. Ward and Mr. Gartineau does not rupport thin. Mr. Ward and 

Nr. Gartineau only speculated that the project may not have been 

approved abrent one or the other im~rovement.~ In fact, Mr. Ward 

tertified repeatedly that Laughlin war given credit againrt him 

impact fee for the coat of building the prerrure-reducing rtation 

because it "gave general benefit to more than jurt hir immediate 

de~elopment."~ Above all, in Laughlin'r contract with Garrard 

C o ~ n t y , ~  Oarrard County acknowledged the benefit to the ryrtem ar 

a whole by agreeing to credit the coat of the pressure-reducing 

etation to Laughlin'r calculated impact fee. 

DONALD IlENSLEY EXTENSION 

In his contract with Garrard County,' Hensley war a88098ed 

two impact fees, an impact fee on the exirting dirtribution rystem 

and one on the rtorage of the exirting dirtribution ryrtem. The 

contract rtates that the distribution rystem impact fee (which war 

not given a monetary value) is oatinfied by Henrley inrtalling 

6-inch line along High Bridge Road parallel to exirting 2 and 

Tranroript of Evidence (V.E."), pp. 84-85 and pp. 128-129. 

T.E., pp. 82-85 and p. 103. 

January 9, 1990 Hearing, Connnir8ion Exhibit 3. 

January 9 ,  1990 Hearing, CoraPPioaion Exhibit 5. 
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3-inch line. The contract goor on to rtate that the rtorage 

impact fee (approximately $9,625) ir satirfied by the inrtallation 

by Xenrley of 6-inch line along Xigh Bridge Road for approximately 

8300 feet, the oort of oonrtruction of which equal8 the amount of 
the oalculatod rtorage impact fee. 

At tho rehearingr Mr. Ward tertified that the exirting 2 and 

3-inch pipa W 1 8  not adequate to meet the demand8 Of Henrley'8 

propored project, and hence Nr. Xenrley was responsible for the 

coat of installing parallel pipe to provide rervice to hi8 

development . I  T h h  tertimony war not refuted by Mr. Henrley. 

Although Mr. Xenrley'r contract referr to the imporition of an 
impact fee on the existinp dirtribution syrtem and it8 

ratirfaction by inrtrllation of the parallel line, thir was 

aotually an engineering requirement for construction of the 

development. TherefOrer it 8hOuld have been clarrified as a 

development-rpecific conrtruction colt, and not an impact fee. 

For thir rearonr the Commirrion does not believe an illepal impact 

fee war arserred on the exirting distribution systemr and no 

refund ir required to be made by Garrard County. 
The recond impact fee aererrad Mr. Xeneleyr described (18.4 

storage impact fee in hi6 contractr i r  A different matter. There 

was A great deal of testimony at the rehearing concerning whether 

Mr. Hen8ley voluntarily and knowingly used 6-inch pipe in hi8 

extension when 4-inch would have been adequate. No clear picture 

T.E., p. 41. 
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emergaa from the teatimony of either party to the proceeding. 

However, whether or not Nr. Benaley voluntarily used 6-inch rather 

than line for the 8300 feet along High Bridge Road is not 

pivotal. Nr. Henaley*s contract with Garrard County clearly 

states that construction of the 6-inch line aatisfiea hie 

calculated impact fee. Nr. Ward testified at the rehearing that 

i f  Nr. Eenaley had inatalled 4-inch rather than 6-inch line, 

Qarrard County would have collected the $9,625 impact fee in carh 

from Nr. Eenaley before construction was begun.8 Although Garrard 

County in ita Post-Bearing Nemorandum contends that the 6-inch 

line haa only potential, apeculative benefit to Garrard County, 

Nr. Ward repeatedly testified that Garrard County took into 

conaideration it8 potential benefit in deciding to waive the 

impact fee.g Oar card County clearly considered this improvement 

to be in the nature of an impact fee. As further evidence of 

this, Nr. Ward testified that the $9,625 calculated to satisfy Mr. 

Henaley'a impact fee war included by error in that portion of hie 

costa subject to refund; that, like an impact fee, it was not 
intended to be subject to refund.l0 

(-inch 

CONCLUSION 

In rhort, Garrard County referred to the monies expended by 

Laughlin and Bensley for their improvements as impact fees, they 
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were treated am impact feer (i.0. not rubject to refund) rather 

than an conrtruction costr, and they indeed had the intrnded 

effect of impact fees, 1.8. to benefit the rystem as r whole, 
rather than jurt the rpecific development. The Commirrfon ir not 
perauaded by the tertimony offered at the rehearing in thir matter 
that the monier expended by Lruphlin and Henrley for there 

improvements did not conrtitute impact feer. 

The Cornismion, having conridered the evidence of record and 

being otherwire rufficiently advired, findr that the monier 

expended by Laughlin for aonrtruction of a prerrure-reducing 

atation, and Henrley for installation of 6-inch rather than 4-inch 

pipe, indeed conrtitute impact fee# which Garrard County charged 

and collected in violation of KR8 278.160. Thir finding 

reiterates and affirm. the finding. of the Comirrion~r Order 

herein of April 6 ,  1990. 

IT I8 THEREFORE ORDERED that: 

1. Within 30 daya of the date of entry of this Order, 

Garrard County rhall refund to James Laughlin the amount of 

$3,453, him coat of conrtructing the prerrure-reducing rtation, 

plua interert at the rate of 7 percent per annum from the date 

construction of the prersure-reducing rtatfon war completed until 

the date Garrard County actually refunds him principal amount. 

2. Within 30 days of the date of entry of this Order, 

Garrard County rhall refund to Donald Henrley the amount of 

$9,625, an amount equal to the cost of installing 6-inch rather 

than 4-inch pipe for 8300 feet along Eigh Bridge Road, plum 
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interert at the rate of 7 percent per annum from the date 

con8truction of the 6-inch pipe wa8 completed until the date 

Oarrard County actually refunde hia principal mount. 

3. Proof that the refunda have been made ahall be forwarded 

by Qarrard County to the Comiaaion'r office8 at 730 Echenkel 

Lane, Frankfort, Kentucky, within 10 drys of the date of refund. 

Proof of payment may be demonrtrated by copies of cancelled check8 

or by any other mean8 deemed rufficient by the Commirrion. 
Done at Frankfort, Kentucky, thin 24th day of S e p t d e t ,  1990. 

PUBZC SERVICE CONNISSION 

ATTEST I 


